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REPORT Crane DIRECTORS 


To the Shareholders of 
Hafner Fabrics of Canada Ltd. 


Buoyant conditions in the economy in general and the textile industry in’ 
particular, as well as the benefits derived from previous heavy capital outlays ae 
the modernization of our plant and equipment, have again resulted in our achieving 
higher profitability. To streamline our production facilities further weaving 
machines have been installed during May, 1973. An addition to the plant building 
of approximately 16,000 square feet is planned in order to accommodate additional 
dyeing equipment which is required for the company’s increased volume. ee 


Our affiliated company, Penn-Hafner Elastic Fabrics Ltd., did equally well. 
A further expansion in their new modern plant is scheduled for completion before 
the summer vacation period in order to satisfy the increased demand for its 
products. 


In order to provide funds for corporate requirements, your directors felt the 
need for additional new equity capital and therefore called a special general 
shareholders’ meeting for May 30th, 1973, to authorize an application for supple- 
mentary letters patent to increase the capital of the company from 350,000 to 
750,000 common shares of no par value. This increase is necessary in order to_ 
give the company the ability to issue shares for equity capital in amounts suffi- | 
cient to finance corporate growth in the future. A public offering is presently 
being contemplated with the intention of applying for listing of the common 
shares on the Montreal Stock Exchange. 


For the year under review, we show a net profit of $351,054. after deducting 
depreciation of $217,620. and provision for income taxes of $290,595. This repre- 
sents net earnings per common share of $1.25 after deducting preferred dividends. 
The foregoing results compare with a net income of $284,922. for the year ended 
March 31, 1972 after deducting depreciation of $157,702. and income taxes of 
$221,710. Net earnings per common share were $1.01 after deducting preferred 
dividends. 


Although business continues highly competitive, a favourable economic 
climate encourages us to look forward to another year of growth and development. 


We wish to express our appreciation for the contribution made by our 
employees whose efforts are instrumental to the continuing success of our 
company. 


Respectfully submitted on behalf of the Board of Directors. 


H.A. JOST, President 


Montreal, Canada 
May 15th, 1973. 


Thorne 
Gunn 
& Co. CHARTERED ACCOUNTANTS 


AUDITORS’ REPORT 


To the Shareholders of 
Hafner Fabrics of Canada Ltd. 


We have examined the balance sheet of Hafner Fabrics of Canada Ltd. as 
at March 31, 1973 and the statements of income and retained earnings and source 
and application of funds for the year then ended. Our examination included a 
general review of the accounting procedures and such tests of accounting records 
and other supporting evidence as we considered necessary in the circumstances. 


In our opinion these financial statements present fairly the financial position 
of the company as at March 31, 1973 and the results of its operations and the 
source and application of its funds for the year then ended, in accordance with 
generally accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


THORNE GUNN & CO. 
Chartered Accountants 


Montreal, Canada 
April 24, 1973 


HAFNER FABRICS OF CANADA LTD. 


STATEMENT OF INCOME AND RETAINED EARNINGS 


YEAR ENDED MARCH 31, 1973 
(with comparative figures for 1972) 


1973 1972 
Sales ( s7,485,604,) ($6,665,634 ) 
Profit from operations, before the undernoted $857,710 S$ 655,108 
Deduct 
Loss (gain) on disposal of fixed assets (1,929) 5,000 
Interest on long-term debt 47,039 36,796 
Depreciation 217,620. _ 157,702 
262,730 199,498 
594,980 455,610 
Other income 
Equity in net income of affiliated company (note 1) _ 46,669 22; 
Income before income taxes _ 641,649 __ 506,632 
Income taxes 
Current (note 3) 308,260 221,710 
Deferred __ (17,665) an 
__ 290,595 221,710 
Net Income For The Year 351,054 284,922 
Retained earnings at beginning of year 831,673 Do bee dea: 
1,182,727 907,061. 
Dividends 
Preferred shares 6,138 6,138 
Common shares 83,100 69,250 
89,238 75,388 
Retained Earnings at End of Year $1,093,489 ®. 931673 


Earnings per Share (notes 3 and 5) $ (125 ) of 101) 


HAFNER FABRICS OF CANADA LTD. 


(Incorporated under the laws of Canada) 


BALANCE SHEET — MARCH 31, 1973 
(with comparative figures at March 31, 1972) 


Pesto Eales 


Current Assets 


Cash 

Accounts receivable 

Receivable from affiliated companies 

Inventories valued at the lower of 
cost and net realizable value 

Sundry prepaid expenses 


Investment in Affiliated Company (note 1) 


Shares in Penn-Hafner Elastic Fabrics Ltd. 


Fixed Assets (note 2) 


Land and building, at cost 
Machinery and equipment, at cost 


Less accumulated depreciation 


Deposit Against Purchase Commitment 


Approved by the Board 
H.A. JOST, Director 
G. SPOERRY, Director 


1973 


S 105,038 
1,273,605 
117,634 


1,654,800 
47,893 


3,198,970 


166,418 


201,743 
2,258,816 


2,460,559 
1,533,380 


~ 927,179 


94,292,567 


1972 


$ 45,445 
901,521 
62,559 


iene ey dt 
29,470 


2,306,900 


144,249 


189,109 


2,040,202 


2,229,311 
1,364,310 


865,001 


30,788 


$3,396,603 


Alb el hes 


1973 
Current Liabilities 
Bank advances, against which book debts, 
inventories and shares in Penn-Hafner 
Elastic Fabrics Ltd. have been pledged $1,300,000 
Accounts payable and accrued liabilities 843,717 
Income and other taxes payable (note 3) 227,845 
Principal due within one year on long-term debt 201,953 
2,573,515 
Long-Term Debt (note 4) 328,035 
Deferred Income Taxes 59,129 
Shee eo eRe Ro Teer iy 


Capital Stock (note 5) 


Outhorized 
3,720 6% Cumulative, redeemable convertible preferred 
shares, par value $27.50 
350,000 Common shares without par value 


Issued 
3,720 Preferred shares in 1972 


314,200 Common shares (1972, 277,000 shares) 224,812 
224,812 

Contributed Surplus, government grant 13,587 
Retained Earnings 1,093,489 
1,331,888 


Purchase Commitment (note 6) $4,292,567 


1972 


S 850,000 
729,200 
48,679 
Pee 


1,820,869 
428,868 
76,794 


102,300 
122,512 


224.812 


13,587 
831,673 
1,070,072 


$3,396,603 


HAFNER FABRICS OF CANADA LTD. 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


YEAR ENDED MARCH 31, 1973 
(with comparative figures for 1972) 


Source of Funds 
Net income for the year 


Items not involving current funds 
Loss (gain) on disposal of fixed assets 


Depreciation 


Increase in equity in affiliated company 
in excess of dividends received 


Deferred income taxes 


Increase in long-term debt 
Government grant re purchase of fixed assets 
Proceeds on sale of fixed assets 


Application of Funds 


Additions to fixed assets, net of a prior period 
deposit of $30,788 


Deposit on machinery purchases 
Payments on long-term debt 


Increase (decrease) in current portion of 
long-term debt 


Dividends 
Preferred shares 


Common shares 


Increase in Working Capital 


Working Capital at Beginning of Year 


Working Capital at End of Year 


1973 


$351,054 


(1,929) 
217,620 


(22,169) 
_ (17,665) 
526,911 


140,000 


668,840 


249,010 
231,870 


8,963 
6,138 
83,100 
579,084 
89,759 


535,696 


$625,455 


1972 


$284,922 


5,000 
1545002 


(51,022) 


396,602 


338,974 
13,587 


749,163 


336,411 
30,788 
228,845 


(11,939) 


6,138 


69,250 
659,493 


89,670 


446,026 


$535,696 


HAFNER FABRICS OF CANADA LTD. 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 1973 


1. Investment in Affiliated Company 


The company carries its 49% investment in the affiliated company on the 
equity basis. The increase in the equity value of the investment for the year 
amounted to $22,169; 1972, $51,022 and is net of dividends received in the 
amount of $24,500; 1972, nil. The accumulated net increase since the date of 
acquisition amounted to $141,918; 1972, $119,749, and is net of accumulated 
dividends received in the amount of $96,040; 1972, $71,540. 


2. Fixed Assets 


The company records fixed assets at cost and does not record appraisal 
increments. Fixed assets have been appraised at depreciated replacement 
cost by General Appraisal of Canada Limited in amount of $2,458,829 as of 
November 15, 1971. Subsequent net additions at cost amount to $380,959. 
Depreciation of fixed assets is based on the diminishing balance method, 
at the following rates: 

Building and additions to building 5% and 10% 

Machinery and equipment 20% 


3. Income Taxes 


The company provides for income taxes on the basis of existing law. Had 
the current tax proposals been enacted, namely the 40% tax rate on manu- 
facturing and processing income and the two year write-off on machinery 
and equipment, the current tax saving would have amounted to $41,752. 
Current income taxes for the year would have amounted to $266,508, 
deferred income taxes for the year would have increased by $10,939, rather 
than decreased by $17,665, to an accumulated amount at March 31, 1973 of 
$87,733. Net income for the year and retained earnings would have increased 
by $13,148 and basic earnings per share as referred to in note 5, would 
have been $1.29 (fully diluted $1.16). 


4. Long-Term Debt 1973 1972 


83/4% Promissory note, maturing May, 1973 

due in four instalments of $28,650 plus 

interest, secured by certain machinery $ 28,650 S 114,600 
7% First mortgage bond, maturing January, 

1975 due in monthly instalments of 

$3,300 plus interest 72,600 112,200 
7% Promissory note, maturing April, 1975 

due in semi-annual instalments of 

$19,607 plus interest, secured by 

certain machinery 98,037 117,644 


Carried forward $ 199,287 S$ 344,444 


HAFNER FABRICS OF CANADA LTD. 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 1973 


4, Long-Term Debt (continued) 1973 1972 


Brought forward $ 199,287 S 344,444 


9% Promissory note, maturing April, 1975 

due in semi-annual instalments of $8,916 

plus interest, secured by certain machinery 44,581 62,414 

81/2% Bank loan, maturing September, 1976, 

due in quarterly instalments of $7,500 

plus interest 105,000 135,000 
8% Bank loan maturing May, 1975, 

due in monthly instalments of $3,888 

plus interest at 2% above prime rate, 


secured by certain machinery 101,120 
7% Notes payable to shareholders after 
February, 1975 80,000 80,000 
529,988 621,858 
Less principal included in current liabilities 201,953 192,990 


$ 328,035  $§ 428,868 


5. Capital Stock 


On March 31, 1973, 37,200 common shares were issued on conversion of the 
preferred shares, namely 10 fully paid common shares for each convertible 
preferred share held. 


Basic earnings per share, using the weighted average method, after deduct- 
ing dividends on preferred shares, amounted to $1.25 for the year (1972, 
$1.01). After giving effect to the conversion of preferred shares, fully 
diluted earnings per share amounted to $1.12 for the year ended March 31, 
1973 (1972, $0.91). 


6. Purchase Commitment 


At March 31, 1973, the company had a commitment to purchase machinery 
totalling $150,000. 


7. Directors’ Remuneration 1973 1972 


Number of directors Vg ri 
Aggregate remuneration of directors as directors $% 2,000 $ 1,800 
Number of officers 6 6 
Aggregate remuneration of officers as officers $ 115,022 $ 96,180 
Number of officers who are also directors 4 4 
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REPORT TO SHAREHOLDERS 


Increased sales of 30% and higher profits of 
76% over last year’s reporting period were 
achieved during the first six months of our 
present fiscal year. 


In order to provide much needed space for 

our operations in general and additional 
dyeing equipment in particular, an expansion 

of 23,300 square feet to our plant building is 

be : A A 

.now-under- construction at an estimated we : 


ra 


to complete of $950,000. - A, Lee? cy 


A contemplated public offering to provide 
new equity capital could not be consummated 
due to unsatisfactory conditions in the finan- 
cial markets. Additional equity capital is, 
however, under consideration to provide 
funds for further corporate growth. 


November 15, 1973 H. A. Jost, President 


RAPPORT AUX ACTIONNAIRES 


Durant les premiers six mois du présent exer- 
cice, les ventes ont augmenté de 30% et le 
revenu net de 76% comparativement a la 
méme période en 1972. 


Dans le but de pouvoir bénéficier d’un sup- 

plément d’espace nécessaire a nos opérations 

en général et, particuliérement, pour I’ équi- | 

pement de teinture additionnel, nous agran- : F 

dissons présentement notre usine de 23,300 HA NER FABRICS OF CANADA 
pieds carrés a un codt estimatif total de 

$950,000. LTD. LTEE 


L’offre publique prévue pour recueillir de 
nouveaux capitaux ne s’est pas réalisée dd 
aux conditions défavorables des marchés 
boursiers. Cependant, les possibilités d’obte- 
nir les capitaux nécessaires a la croissance 


continue de l’entreprise sont présentement a 
Pade : 2 INTERIM REPORT SEPTEMBER 1973 


15 novembre 1973 H. A. Jost, président RAPPORT INTERIMAIRE SEPTEMBRE 1973 
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